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Table 1 Industry and year distribution

Panel A: FEARTTAL /34

17l i Lt/ %
A AR AL 377 1.54
KW 680 2.78
il & 15 081 61.65
LT BT R Bk A P MR 920 3.76
HEA 664 2.71
ok e 1452 5.94
I K A FIHE L 844 3.45
fE M AR IR 78 0.32
{5 B R B AR R 1625 6.54
5 Hi 1380 5.64
FH 5% F 55 IR 55 226 0.92
PR O IS NS 3 185 0.76
IR IR 1 e 15 it A 2 207 0.85
JE R AR 5 B AN H b R 55 47 0.19
HH 8 0.03
TAFEL TAE 39 0.16
Ak ME R R 347 1.42
=24 301 1.23
At 24 461 100. 00
Panel B FEAAEAR 434
AR B LB/ %
2008 1353 5.53
2009 1427 5.83
2010 1524 6.23
2011 1 866 7.63
2012 2154 8.81
2013 2329 9.52
2014 2354 9.62
2015 2 484 10.15
2016 2708 11.07
2017 2919 11.93
2018 3343 13.67
At 24 461 100. 00
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W32, 22 2 9 Panel A SR TR (3) B N4
AL i) E ORI 75 7% , Panel B $ AR A
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Table 2 Variable definition and descriptive statistics

Panel A. A8 X KA 7%

EM FEAA B LA Kothari 578 FF k(1) 481 4 4 PR 2
IR B AAT BB SHH B BRI N B A
Size FEA A RAF ARG TR Y E SR 4L

Leverage FEAR 2 FAF R B B 65049 A B8 9 LU A

Growth

FEA A FAE A T (AL 5 R 7 1 LA

ROA BEAS A AR B 7= B

Aliman 7 BEAR N FIAERE Aliman Z 485K
Age A R L TARRR
Industry FE A5l 4 As &
Year FE A E AR
Panel B filiidtEgtit
Ak ¥E FrifE2E 25% 50% 75%
EM 0. 001 0.073 -0.039 0. 001 0. 037
IR 0.014 0. 004 0.012 0.014 0.016
Size 22.458 0. 962 21.770 22.368 23.032
Leverage 0. 444 0.210 0.277 0. 441 0. 605
Growth 2.523 1.802 1.363 1.939 2.994
ROA 0. 042 0.073 0. 003 0. 042 0. 085
Altman Z 6.529 8.718 1. 969 3.632 7.058
Age 11. 068 6. 595 5.000 10. 000 17. 000

3 SKEERSH

3.1 EA&ME3
F3MmETXB) WIS R, Hd,

A (1) K (2) K (3) 19 X BIFE T4 Wy o7 ik 9 2=
S, R TE 2N A A8 O )2 T DA R B AR A
AR B AN 2 17D X o o 1 AR ] . mT LA
FEHL IR E = A BUE A R B 8% KT
F. X G AR5 HE A 5 B ) TR AR A 58 B
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Table 3 Intra-organizational informal relationships and earnings management

= Dependent variable = EM
E3ned
(1) (2) (3)
0.316 " 0.316 " 0.316 "
IR
(0.11) (0.13) (0.10)
0.012"** 0.012 *** 0.012 """
Size
(0.00) (0.00) (0.00)
-0.036 """ -0.036""" -0.036"""
Leverage
(0.00) (0.00) (0.00)
-0.001 *** -0.001 " -0.001"*
Growth
(0.00) (0.00) (0.00)
-0.868 *** -0.868 """ -0.868"""
ROA
(0.01) (0.01) (0.02)
0. 000 0. 000 0. 000
Altman Z
(0.00) (0.00) (0.00)
0. 000 0. 000 0. 000
Age
(0.00) (0.00) (0.00)
Industry FE JE i JE
Year FE I &= b
Clustered by Firm JE
Clustered by Province T
Clustered by Firm and Year JE
N 24 461 24 461 24 461
adj. R? 0.701 0.701 0.701

T T IERIRAE 1% 5 % A1 10 % HKST bt [ E e R SR i 285 BTR 1% 0 Winsorize BB 3R
TR A R AT R 35S B R A AR AT R BRI, BT [V S (B R R R . Gt
IRETHY ¢ (HE 4 Cluster SRUEIRFI White 53 7 2R (@B 1E. TR,

3.2 HEMKE
3.2.1 ¥mizhl %2

AT IS AT BEAFAE A N A= V). il
JEEARBIFRE e (3) P T B4R SO
rhR UL AP AR S (AR SR 2 T I a5t T A2 it 1)
TERARE. Ho— 5T b2 vl A8 32 X 0 55 44 o
A R, R AT I A % R X A
FIE S K X CEO SR R s iy sl B2
PRI AT I i) TR AS 2 7] #E K 1Y 4F
1% (ChairmanAge) . & 75 ¥ A 5 5% 2 &

()

31.6% x (0.016 -0.012)/0.012 =10. 53 %.

( ChairmanOversea) H1 J& & ¥ A H + % U
( ChairmanPhd) , VI K #EA /5 H CEO Y 4F %
(CEOAge) . & & 1 A i b % 2 &
(CEOOQversea) /&4 1+ 2% i (CEOPhd)
XANAER. 4 (9 Panel A #2485 T %I, #
LIS IR AT REURAR B E R TF K
WFSE AR SR A BT BE A p 52 1Y) b IX 2%
ARG ECAY DRI I 2% RS I X REAS 2 ] T £
DXREACRHAE Ay 42 ). BAR B ASBFGE g iz ) 1 b
X E N A ™ B E (6DP) K o K K
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WA R FE A R AR B, TR A2 B 7 18t
A8t ) A 4 S S P PR B
x4 EMEHTE
Table 4 Adding control variables

Panel A; I HLZESEARHE (N =13 372)
Dependent variable = EM
B3 brifiiR
IR 0.302 " (0.14)
ChairmanQversea -0.003 (0.00)
ChairmanPhd 0. 002 (0.00)
ChairmanAge 0. 000 (0.00)
CEOQversea 0. 002 (0.00)
CEOPhd 0.005 ** (0.00)
CEOAge 0. 000 (0.00)
Control Variables =
Industry FE =
Year FE ik
Clustered by Firm I
Panel B: f4 il Hb X FEAREAE (N =24 461)
Dependent variable = EM
3 brifiiR
IR 0.311*** (0.12)
GDP -0.000 “** (0.00)
GDPGrowth -0. 005 (0.01)
Deficit 0.004 ** (0.00)
Unemployment 0.152 """ (0.04)
Education 0. 000 *** (0.00)
Control Variables &
Industry FE =
Year FE P
Clustered by Firm I
Panel C; 7 il Hy X % 28 7 AR B 2800 (N =24 025)
Dependent variable = EM
3 Frifizi
IR 0.253 " (0.10)
Control Variables I
Industry FE IE
Year FE IE
Province FE I
Firm FE 2
Clustered by Firm &
3.2.2 TA%T®% Tk g3 A O il R AR AR R 5 VR A e T A

M T L5 R AT RE A st i 8 e, 3R 4 4l
I A A R Y 7 A A R BRI R AR B
FEAE T RVRIE S T T H AR 0 1 B Bedie /N

RIS A, T HL 22 45 9K RE % 5 By 3t 22 A ] g

AR PN AR e TR L

HARH A58 1 A9 T2 AR

JERAR KA KR AR 0 2 9 R 1 AR (1AwC-
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W R T 22 1) A VR ERE ] 177 A DR IR [ £ 386 in
AN EZ S 58 KR JRED, A
T 58 T AR AR A5 4 7K R TR 1 S 49 90 10K v L Ry
520 iy A PR Ui X% A AT R B IE AH 5%, AT 3 R
X T HAS B A A SRR, 5 — Oy, RACW
AMb AR B FARME A T T4 J5 Y4 4tb
T R B A BRAT Ry, DR A O 9K RE 8 T
JEXTTF T H AR & A0 AR PR OR. i A ) 36
S G 0 A b L A Y e - 1368 —
1968) , AHFF 5T 35 1T R A & KA T A2 243
R AR AR, DA o R K S R TRT T
AR Bk W B B /s 3 il i, o, Panel A
5 B SE — B B A A 25 3. v LA #, 7 L
IR R RAR 5 (55— B Befli it o, T HAR & IAWC-
SONG B.3E KT Jf H ] IR I AE 1% 7K

AR T RAR RS N AR s A A OC I R K.
Panel B #f¢ 45 (9 /2 55 Wy Be iy M9 45 1. v LLA
#.1)KP Gei4 909.787 3t 55 T Stock-Yogo 55 T
HAR R0 7E 10% G2 it K F iyl FE 16. 38,
L IAWCSONG AJ2&55 T HAS 552 ) IR WAl &
AR B Be 5 P RAR 3 R T F R R ]
AT EE e AR Y, V7R 15t U A8 12 () AN
S0 HP AR SRR R . IS R TP R A
WFoE T HAF R AMETE , 2% Acemoglu %5 Al-
tonji a | Angrist # 42 E/‘”ﬁ%, KRR B PAT
T Reduced Form Regression, %% 5 fY Panel C %45
Tizmi. vl LR B R E DL EM RS
PATHAE & JAWCSONG g fif B 7% i (4 il 3o
IAWCSONG WHRBOTA R ZF, ML A S H
AR T Eii Al B AR E AT, W EX T 1T
HAS R MK

i% 5 IE‘EEI*

Table 5 Instrumental variables

Panel A: IV-The First Stage( N =15 749)

Dependent variable = IR

BN Frifiziz
IAWCSONG 0.001 *** (0.00)
Control Variables I
Industry FE =
Year FE =
Clustered by Firm IE
Underidentification test 695.596 ***

Panel C; IV-The Second Stage( N =15 749)

Dependent variable = EM

BN FrifEiz

IR 1.719 *** (0.41)
Control Variables =
Industry FE =
Year FE =
Clustered by Firm =

Weak Identification Test

909. 787[ 16.38]

Panel C; Reduced Form Regression( N =15 749)

Dependent variable = EM

ES brifiin

IAWCSONG 0. 000 (0.00)
Control Variables E
Industry FE =
Year FE b
Clustered by Firm =
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Table 6 Propensity score matching

Panel A VECH{5 ) 7553 1813 55 DCJC /S 12 Wt 1] 05
VERERT (N =341) VERLJ (N =196)
Dependent variable = IRD Dependent variable = IRD
ES 44 PR EXie PR
GDP 0. 006 (0.01) 0. 000 (0.01)
GDPGrowth 0.255 (1.10) -1.068 (1.42)
Deficit -1.878*** (0.37) 0. 474 (0.51)
Unemployment -13.451" (7.05) -8.740 (8.43)
Education 0. 064 ** (0.03) 0. 001 (0.03)
Constant —1.098 *** (0.38) 0. 564 (0.50)
Panel B; PSM [1]9
Dependent variable = EM
(1) (2)
i PrifEiR B4 bR
IRD 0.003 *** (0.00)
IR 0.328 """ (0.12)
Conirol Variables b= b=
Industry FE = 2
Year FE b= =
Clustered by Firm = =
N 15 434 15 434
adj R 0. 701 0.701
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P R REHFEAT A FE. B, AP ST E AR B Lo-
calC , 5\ Gl FA ZA M BT HUE S 1, 50
0. 3% 7 et 7izmimat. Hor 20(1) (50(2) 73051
¥ LocalS Fl LocalC 5 IR #4732 H.. W LLE S, 1
AP B AG TR B ERTE BT
LocalS F LocalC HUH K HRF R 6] At 2t A
RS IGE, IrAR 7 B4 UL 2L N ER AR IE X
IR FRNT S v B A BRAR B 1Y) TF ) 2 WA 7E 2 w42
AR T I SO B L3 5 e A B R A T
— 30, WAl 2 i A By 5 T i — 2 sl T 4H
WIFAEIEA R R SR E BT AR BAREHAEZ
[E] F) A 7 G HR
4.1.2 23T G HENARE

BTk AW B A R T iR AREEE. BT
HTTHIR AR, 248 A A 48 1 sh YA AL e
JE. ORI ARBIESE 3 30 A FIASHEN O i LA
AR M -2 w R A AR BT S A 5. — T T, ASBF
FESE I WIND Kbl AR A5 2wl R AR i 1 70 i 22
BER, HE I HF TR RA 02, R E
AR LocalSales BN RITE T AT TEAS 1y S S &
AP BN F 5 53— 5 T AN i
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8 M I, Kb, (1) K (2)
St LocalSales F LocalSubsidiary 5 1R #1732 H.
T LocalSales F1 LocalSubsidiary HU{H #% K AR %
AR AT i AR BE B R BT DR 8 A (1]
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Table 7 The effect of the firm’ s social embeddedness
AR Dependent variable = EM
(1) (2)
ES iR ES 4 iR
IR -0. 161 (0.27) 0.211 (0.14)
LocalS -0.003 (0.00)
IR x LocalS 0.514" (0.29)
LocalC -0. 005 (0.00)
IR x LocalC 0.412" (0.22)
Control Variables & E
Industry FE = i
Year FE & E
Clustered by Firm = E
N 16 751 17 072
adj R? 0.701 0.709
R8§ AFTHBRNERENZM
Table 8 The effect of the firm’ s market embeddedness
Rl Dependent variable = EM
(1) (2)
ES brifEiR ES iR
IR -0.093 (0.36) 0. 194 (0.12)
LocalSales -0.003 (0.01)
IR x LocalSales 1.016 ™" (0.45)
LocalSubsidiary -0.000 """ (0.00)
IR x LocalSubsidiary 0.007 ** (0.00)
Control Variables P &
Industry FE B =
Year FE P i
Clustered by Firm B 2
N 5722 24 461
adj R* 0.723 0.702
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FHMUEE 32 2 T8 5 9 35 B IR sl A et A B
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Table 9 The perspective of management entrenchment

RIS E A Dependent variable = EM
(1) (2)
N4 PR N4 FrifEizR
IR 0.591*** (0.19) 0.697 *** (0.21)
OMPTO -0.029 (0.02)
IR x OMPTO 2.199 " (1.32)
OMPTH -0.012 (0.01)
IR x OMPTH 1.048* (0.56)
Conirol Variables = =
Industry FE 2 =
Year FE = b=
Clustered by Firm & 2
N 18 659 18 659
adj R? 0. 706 0. 706

B TR ARG 58 50 T 3L & 1 5. 5
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1, HZVN FRAE IE 20 ¢ R 1 BT R 1 3 B AR
BER, N} J A A5 B I 1) 5 e g B A k. 3% 10
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Table 10 The perspective of employees’ compensation
B Dependent variable = EM
(1) (2)
EY 4 FrifiR ES Frifiiz
IR 0.302 "~ (0.11) 0.306 "~ (0.11)
OEP ~0.001 *** (0.00)
IR x OEP 0.078 *** (0.02)
OEC -0.002"" (0.00)
IR x OEC 0.231"" (0.10)
Control Variables = =
Industry FE V= =
Year FE P 2
Clustered by Firm P b
N 21 564 21 564
adj R? 0. 709 0. 709
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M, B THLNHAEER R DB RE S
TR SAS (R FH 2 300 B s 980 1, T LA K v 45 1A A A
AKX RBFEVIRI A B BAR A A w2 LN R
EIEF IR BRAE /N, 6 2 A58 B 52 )
NEARXT A BR. Sz, % T e 8 A FA A G R AR 4
IR G R A L = 1 | AR AE TR OR
RO BRE AR RT3, X 280 40 A B 1% 5% W) [0 B
JinBA 5.

T IR XAk i a ) v B s N 2, R B
TN A BR o A AR 2 8 2 A HAth i A BN
AP NG B RAEE &, RS E A
SCHRH ARBIFGY 2 B R A ORI R 2 B 2 ] 1Y)
FANSRFR. BRI A58 G J7 TR R AR
HEMBLHZ TN R H IR, 5 —
HRADEHZEG AL, B SCHREM,
S RCOFLE 28 R R 1k A Sk, A B2 A AR
BAEAR . PR AT 5 T A L 3 2K
PR ARG\, 3 KO S 2 BN 2 R 1

ARG T AV ISAS AR R, AU AR TE A
KRG EIIBE M 1 BPRAE R, W B A3 BRI 52
M S 5 5 E S K RS R R S .
b SCik 2 I 25 K R B g B[R] & i M
[E1) 14 308 R AR AR, B T R AT — 2 3 XL
B AR A g AT o L R AR 5T T A LL
FRMEZH RN 2 1A, HFHE KM ESLHA
JEIR] £ 190N F A 1 A AR X B e, LN I
2 ARG IR 8 B BRAE F K, S 20 A4 B )
AT

F 11 IRE T ERIR. Hod oPPF F1 OPPH
A3 SAE S T S KRR 2 IR R 2k R & iR
4 1,504 0. FIitk, OPPF #1 OPPH WU{H Bk
FRON A BAE BTG 3 B A T A AR X R .
AR S H Y R AR 15 8 B ek H CSMAR
BT AR . IR A TR
45 5% N2 I L R R S R R B B
FBR N A B BRI IR AE W 2. A5
Wi SRS T T A K, R ek £ b
7. # 11 (1) X (2) 794 OPPF i OPPH
5 IR A2 1. T LI F, B 18] 5 v A8 30 Y
FhTT 280 35 R AE. 1 U BH 6 T v A [T B 22 ]
BERA B R A 7 AN AR IE R 5 R A&
A B I [ B0 S0, 3 11 SR S AR
BFFE I EE 2 4.



NG Z 8152 8 B 3 DA [5] A i 38 e vy, A ] € £
SRR S5 LB B, I 2 ) 2 A 8 B 3 Y
VR, LU BRI OC A W I RE Y
I BRAE TR, X A A 2 e o SE A J. 3%
12 ety Tz, =0 (1) FERE R X e £
FEPERSENE. AT L v [ 3 2 K DA b 3l 199 07
HEREMEAR HOR M R4S X SCIE 2 RE R
HARRY  ASBEFE T Jege it 430t Bt i FH A9 DU R
T B IR DT S R 22 5l T 5

958 1 X ABNIAEER R S RARE — 139 —
11 BFEKFRELERAXRHAA
Table 11 The perspective of the private relationship between chairman and CEO
AR Dependent variable = EM
(1) (2)
ES brifEiR ES 4 bR
IR 0.367"" (0.171) 0.231"" (0.101)
OPPF -0.007 *** (0.002)
IR x OPPF 0.279 " (0.109)
OPPH -0.003 " (0.001)
IR x OPPH 0.097 ** (0.040)
Control Variables & E
Industry FE = =
Year FE 2 E
Clustered by Firm = i
N 20 307 20 307
adj R? 0. 685 0.702
4.2.3 MR LA S B RAL RS AR E A9 A KA T
= 2y : 4 4 A N
BiE,Z!KEﬁn@%LgMﬂ?IX%LE/\?FF%@ DIADIV, = (1 Y s ) < (- 1) 6)
0. Ml DAY SCHE A B B 2 (R AR R BE BRI =

Hop SRRyl i T H AR I E, N SR
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WY DIADIV 20T 0 ~ 1 By g7 B | BUEEA
T X SCb ZREPE R B B . 2R (2) B
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25 L IX A 23 45 A B E BOHE ok 1 K 4 30 R AR o
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Table 12 The perspective of regional cultural diversity and social trustiness

A Dependent variable = EM
(1) (2)
E3 NP FH i
IR 0.184 (0.15) 2.460 " (1.25)
DIADIV -0.007 ** (0.00)
IR x DIADIV 0. 486" (0.24)
OTRUST -0.011""* (0.00)
IR x OTRUST 0.485" (0.29)
Conirol Variables = b=
Industry FE = =&
Year FE & =
Clustered by Firm 2 2
N 23 467 23 970
adj R* 0.702 0. 692
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Table 13 The channel analysis

Panel A: LUFCR:— 4 0 2% LU Bl 20w AR R K OF
(1) (2)
DV = SocialSecurity DV = EMJS
RE P E 4 PRz
IR 0.545** (0.230) 0.218 (0.099)
SocialSecurity 0.017 *** (0.004)
Control Variables = =
Industry FE pis =
Year FE b= =
Clustered by Firm & b=
N 13 334 13 334
adj R? 0. 181 0. 669
Panel B: DUAE B3 A BR 4G S 2 LL il 12t 24 W) AR A 7K
(1) (2)
DV = HousingFund DV = EMJS
B4 PRz ES 4 PR
IR 0.238 *** (0.072) 0.217** (0.099)
HousingFund 0. 040 *** (0.012)
Conirol Variables b= P
Industry FE 2 =
Year FE b= =
Clustered by Firm & =
N 13 334 13 334
adj R? 0.204 0. 669
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Table 14 Robustness tests

Panel A i IFEZR Jones BRI AYE T (N =24 461)
Dependent variable = EMJS
i brifiiR
IR 0.463 *** (0. 155)
Control Variables =
Industry FE =
Year FE b=
Clustered by Firm =
Panel B: fdi FHE IEAY Jones AL 12 A B (N =24 461)
Dependent variable = EMM
i FrifEiz
IR 0.392 " (0.158)
Control Variables =
Industry FE =
Year FE 2
Clustered by Firm b
Panel C. fli FIEIER DD BEARUG T AR E (N =20 762)
Dependent variable = EMDD
i FrifEiz
IR 0.305 *** (0.117)
Control Variables I
Industry FE &=
Year FE B2
Clustered by Firm =
Panel D: DL MahjongPanel it 2HZL P #6AE IEZIE R (N =24 461)
Dependent variable = EM
EY i PrifEiR
MahjongPanel 0.013 *** (0.001)
AgingPopu ~0.045"** (0.015)
Control Variables =
Industry FE b
Year FE =
Clustered by Firm =
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Table 14 Continues

Panel E: LI MahjongPeople FrErH LN AEIER R (N =24 104)

Dependent variable = EM

£ iR

MahjongPeople 0.001 *** (0.000)

AgingPopu 0. 002 (0.014)
Control Variables P
Industry FE =
Year FE &
Clustered by Firm =

Panel F; LA MahjongLand it HZLFRAEIE R R (N =24 104)

Dependent variable = EM

ES brifin

MahjongLand 0.043 *** (0.014)

AgingPopu -0.040 """ (0.015)
Control Variables &
Industry FE &=
Year FE P
Clustered by Firm b=

5 ZXRiIE
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Intra-organizational informal relationships and earnings management

LIU Chun', SUN Liang'" , Yang Meng-jie’
1. International School of Business & Finance, Sun Yat-sen University, Guangzhou 510275, China;
2. School of Accountancy, Singapore Management University, Singapore 178900, Singapore

Abstract; An in-depth understanding of the factors influencing the earnings management of listed firms can
help optimize China’ s capital market ecology and ensure the full implementation of the registration system.
The existing literature pays less attention to the characteristics of earnings management as a collective task,
and ignores the impact of the intra-organizational informal relationships (IR) on earnings management by re-
ducing collusion costs. This paper examines for the first time the impact of IR on the earnings management of
listed firms. The results show that: 1)the stronger the IR, the higher the degree of earnings management, and
this finding still holds after a series of robustness tests; 2) The more firms need to reduce the cost of collusion,
the more pronounced the positive effect of IR on earnings management; 3) Providing higher levels of employee
benefits is an important channel through which IR influence earnings management. This paper provides a new
perspective for understanding the factors influencing earnings management.

Key words: intra-organizational informal relationships; collusion costs; earnings management



